Machinery Distributors

ReadyGetSet Report

Ok, here's how machinery distributors operate.

They buy agricultural, construction, industrial processing, commercial, or metal-working machinery from manufacturers or importers, and sell to retailers, other manufacturers, or directly to users.

A typical distributor has $5 million of annual revenue and 20 employees.

Most specialize in a particular type of machinery, such as pumps, fork lifts, or machine tools, but carry products from several manufacturers. Inventories are large, equal to about 80 days of sales. 

They may have a sales territory assigned to them by the manufacturer. Pricing is often a simple markup from the manufacturer price.

Computers systems are used to track inventory. Websites allow customers to order spare parts or schedule service.
Here are some strategic things you should know.

Sales of parts, repair and maintenance services are often more profitable than product sales. Machinery is typically serviced at the customer's location. Repair technicians need regular training to keep up with products.

For some types of machinery, like construction equipment, distributors take used equipment as trade-ins, then refurbish and resell it.

Machinery distributors are especially vulnerable to economic slowdowns, when customers delay buying new equipment. But higher repair work makes up some of the difference.

Distributors often arrange financing for customers, and promise to take back the financed equipment if the buyer defaults. In turn, distributors may get, so-called "showroom" financing from manufacturers for their inventory. 
Here are some good talking points.
What are the major products they carry?

From how many manufacturers do they carry products?

How large an inventory do they carry, in days sales?

What type of customer do they sell to?

How large an area do they serve?

Do they have any exclusive sales territories?

How much of their revenue comes from spare parts, service, and sales of used equipment?

Do they arrange financing for customers?

How much were they affected by the recession?

And finally, how do they see their business changing in the future?

Now, you're ready.

